IN THE UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF KANSAS

S| ERRACI N CORPORATI ON,
Plaintiff, CIVIL ACTION
V. No. 02-1343-M.B

LEE AEROSPACE, |INC., JAMES E.
LEE and ROBERT HART,

Def endant s.

N N P P P P P P P P P

MEMORANDUM AND ORDER

I. INTRODUCTION

The Sierracin Corporation filed suit agai nst Lee Aerospace, Inc.
(LAI), Janmes E. Lee and Robert Hart, alleging, anong other things,
vari ous breaches of contractual and fiduciary duties, wunfair
conpetition, and conspiracy (Doc. 48). This case is currently before
the court upon defendants’ notion for partial sunmary judgnent. (Doc.
138). The notion has been fully briefed and is ripe for decision
(Docs. 139, 144, 145). For the follow ng reasons, defendants’ notion
i's granted.
II. FACTS

Sierracin Corporation (Sierracin) entered into an agreenment with
Lee Aerospace, Inc. (LAI) in May 1990. This agreenment was terni nated
in February 1999.! The agreenent required LAl to manufacture a
transparency (the outer pane of an aircraft w ndow assenbly) that was
designed by Sierracin. The transparency bore the appropriate

Sierracin part nunber and was incorporated into the w ndow assenbly,

! Neither party has offered the agreenent into evidence.




whi ch had a separate LAl part nunber. The conpl et ed wi ndow assenbl i es
were manufactured for Cessna, in accordance wth Cessna's
specifications. At sone earlier point, Sierracin entered into a sol e-
source contract with Cessna to provide 100%of the transparencies for
certain Cessna aircraft.? (Docs. 139 at 3-5; 144 at 4, 7). In
conpliance with the sol e-source contract, Cessna subnmtted a purchase
order to Sierracin. Sierracin then submtted a purchase order to LAI.
LAl manufactured the Sierracin transparency and incorporated it into
the entire wi ndow assenbly according to Cessna’s specifications and
Sierracin’s design.

On February 7, 1997, Cessna inforned Sierracin that it was
cancelling the purchase orders for the transparencies and that all
further orders would be directly submtted to LAI. (Doc. 144, exh.
Q. On February 20, 1997, Sierracin replied that it agreed to the
revi sed procedure and that the “Sierracin” wi ndows coul d be purchased
directly fromLAlI. Sierracin noted that the wi ndows were its design.
1d. Thereafter, Cessna submtted all orders to LAl. On May, 16,
2000, Sierracin wote Cessna that it had no record of any Cessna
purchase orders for the transparencies since February 1997.

Def endants have filed a notion for partial summary judgnent on
Sierracin’s clains for violation of the LanhamAct, unfair conpetition
and civil conspiracy.

III. SUMMARY JUDGMENT STANDARDS
Federal Rule of Civil Procedure 56(c) directs the entry of

summary judgnment in favor of a party who "shows] that there is no

2 The sol e-source contract has not been entered into evidence.
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genuine issue as to any nmaterial fact and that the noving party is
entitled to a judgnent as a matter of law" Fed. R Cv. P. 56(c).
An issue is “genuine” if sufficient evidence exists “so that a
rational trier of fact could resolve the issue either way” and “[a]n
issue is ‘material’ if under the substantive law it is essential to

t he proper disposition of theclaim” Adler v. WAl-Mart Stores, Inc.

144 F.3d 664, 670 (10th GCr. 1998). Wen confronted with a fully
briefed notion for sunmmary judgnent, the court nust ultimately
determ ne "whether there is the need for a trial-whether, in other
words, there are any genuine factual issues that properly can be
resolved only by a finder of fact because they may reasonably be

resol ved in favor of either party." Anderson v. Liberty Lobby, Inc.,

477 U.S. 242, 250 (1986). If so, the court cannot grant summary
judgnment. Prenalta Corp. v. Colo. Interstate Gas Co., 944 F.2d 677,

684 (10th Gir. 1991).
IV. ANALYSIS

A. Lanham Act Violation

Sierracin's fourth claimis for an alleged violation of the
Trademark Act of 1946 (Lanham Act), 15 U.S.C. 8 1051 et seq. As a
general matter, the Act makes "acti onabl e t he deceptive and m sl eadi ng
use of marks," and "protect[s] persons engaged in . . . commerce
agai nst unfair conpetition.” |Id. at 8§ 1127. Section 1125(a) is "one
of the few provisions that goes beyond trademark protection," Dastar
Corp. v. Twentieth Century Fox Film Corp., 123 S. Q. 2041, 2045
(2003), and states:

~Any person who, on or in connection with any goods or
services, or any container for goods, uses in commerce any
word, term nane, synbol, or device, or any conbination
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thereof, or any false designation of origin, false or
m sl eadi ng description of fact, or false or msleading
representation of fact, which--

(A) is likely to cause confusion, or to
cause mstake, or to deceive as to the
affiliation, connection, or association of such
person with another person, or as to the origin,
sponsorshi p, or approval of his or her goods,
services, or commercial activities by another
person, or

(B) in comercial advertising or
pronoti on, m srepresents t he nat ure,
characteristics, qualities, or geographic origin
of his or her or another person's goods,
services, or comercial activities, shall be
liable in a civil action by any person who
believes that he or she is or is likely to be
damaged by such act.

15 U S.C A § 1125.

Si erracin has asserted that defendant pal ned off its product to
Cessna as that of Sierracin’s. 1In a case of “palmng off,” “simlar
mar ks on directly conpeting goods or services cause confusion over
their origin. This situation is known as ‘palmng off,’ because the
def endant junior user msleads the public about the source of its
goods or services, leading consunmers to purchase the defendant's
products in the belief that they are buying the plaintiff's.”
Therma- Scan, Inc. v. Thernoscan, |nc.

2002) .

, 295 F.3d 623, 630 (6th Cr.

Sierracin, however, does not assert that Cessna was led to
believe that it was purchasing a Sierracin product that was in fact
a LAl product. Rat her, Sierracin suggests that since LAl did not
subnmit a purchase order for the product that it was “counterfeit” and
Cessna was then confused as to whether it was in conpliance with the

sol e-source contract. The problemwi th Sierracin’s position is that
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it is not supported by facts or legal authority. An indispensable
el enent of a clai munder the LanhamAct is the |likelihood of confusion

as to the source of goods in question. L.GB. Inc. v. Gtano G oup,

769 F. Supp. 1243, 1249 (D.N. Y. 1991). dCearly, there are no facts
whi ch support confusion by Cessna as to the source of the product.
LAl was the manufacturer and Sierracin provided the design. The
al l egation that LAl may have failed to provide Sierracin with copies
of purchase orders does not transformthe source of the product. The
product, at all tinmes, was manufactured with Sierracin’s design. The
Lanham Act does not support a cause of action based on Sierracin's
theory of confusion with contract conpliance. Sierracin’s action
i nstead, is sinply one for breach of contract. Defendants’ notion for
sumary j udgnent on Sierracin’ s LanhamAct claimis therefore granted.

B. Unfair Competition

Sierracin urges the court to deny defendant’s notion for sumary
judgnent on the basis that “[t] he due diligence investigation report
makes clear LAl and M. Hart’'s desire to conpete directly wth
Sierracin using this confidential and proprietary information as
ammuni ti on against Sierracin. By using confidential and proprietary
pricing data, custoner service data, and marketing data LAl to conpete
with Sierracin and M. Hart acted in bad faith.” (Doc. 144 at 12).
While the use of proprietary information, i.e. trade secrets, can
constitute a claimfor unfair conpetition under Kansas | aw, Sierracin
has not pleaded a claimof unfair conpetition based on the m suse of
confidential information. The theory of unfair conpetition set forth
in the pretrial order does not include any issue of fact that

defendants mnmisused Sierracin's confidential business infornation.
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Instead, the pretrial order sinply states that “LAl used former key
enpl oyees (president and marketing director) in bad faith and
intentionally operated in such a way as to be unfair and detrinental
to the forner enployer, Sierracin.” (Pretrial Oder at f6(a)).
Sierracin articulates its burden of proof under this theory by
asserting it need only prove that "LAI, the conpeting enterprise, was
intentionally operated for the purpose and in such a way as to be
unfair and detrinental to the [sic] Sierracin, Hart’s forner
enpl oyer.” (Pretrial Order at 16(b)). Having never pl eaded an unfair
conpetition theory based on the m suse of confidential information,

Si erracin cannot avoid sunmary judgnent. Dodson Intern. Parts, Inc.

v. Hatt, 2003 W. 22327176, *13 (D. Kan. Sept. 25, 2003)(plaintiffs
failed to plead a claimof unfair conpetition based on the m suse of
confidential information when the pretrial order stated “the business
transactions entered into between Defendants and the Altendorfs as
of fi cers and enpl oyees of Plaintiff were intentionally entered for the
purpose and in such a way as to be wunfair and detrinental to
Plaintiff.”) Defendants’ notion for summary judgnment on Sierracin's
claimfor unfair conpetition is granted.

C. Civil Conspiracy

Def endants assert that Sierracin’s civil conspiracy clai mcannot
survive summary judgnment since Hart and Lee, as agents of LAlI, cannot
conspire with their enployer. Sierracin has failed to respond. A
“party's failure to file a response to a summary judgnent notion is
not, by itself, a sufficient basis on which to enter judgnment agai nst
the party. The district court nmust make the additional determ nation

that judgnent for the noving party is ‘appropriate’ under Rule 56.”
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Reed v. Bennett, 312 F.3d 1190, 1195 (10th G r. 2002).

It is well-settled under California | aw that where a corporate
agent acts within the scope of his agency, the acts are attributable

to the corporation, not the individual. Black v. Bank of Anerica N.T.

& S.A., 35 Cal. Rptr.2d 725, 729 (Cal. C. App. 1995). Accordingly,
"agents and enpl oyees of a corporation cannot conspire with their
corporate principal or enployer where they act in their officia
capacities on behalf of the corporation and not as individuals for

their individual advantage." Id.; Accuimage Diagnostics Corp v.

Terarecon, Inc., 260 F. Supp.2d 941, 947 (N.D. Cal. 2003). Wi | e

Sierracin could potentially survive summary judgnent on this clai mby
produci ng evidence to establish that Hart and Lee were acting for
their own individual advantage, Black, 35 Cal. Rptr.2d at 729, it has
failed to do so.
V. CONCLUSION

Def endants’ notion for summary judgment on Sierracin’s claimfor
civil conspiracy is granted.

A notion for reconsideration of this order pursuant to this
court's Rule 7.3 is not encouraged. The standards governing notions
to reconsider are well established. A notion to reconsider is
appropriate where the court has obviously m sapprehended a party's
position or the facts or applicable |aw, or where the party produces
new evi dence that could not have been obtained through the exercise
of reasonable diligence. Revisiting the issues already addressed is
not the purpose of a notion to reconsider and advanci ng new ar gunent s
or supporting facts which were otherwi se available for presentation

when the original notion was briefed or argued is inappropriate.
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Coneau v. Rupp, 810 F. Supp. 1172 (D. Kan. 1992). Any such notion

shall not exceed three pages and shall strictly conmply with the

standards enunciated by this court in Coneau v. Rupp. The response

to any notion for reconsideration shall not exceed three pages. No

reply shall be fil ed.

IT 1S SO ORDERED
Dated this_15th day of Decenber 2005, at Wchita, Kansas.

s/ Mbnti Bel ot

Monti L. Bel ot
UNI TED STATES DI STRI CT JUDGE




